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SOVIET ARTICIE oN RESTORATION OF NORTH KOREAN ECONOMY
Vogrosx Ekonomiki, No 1 G. Kim
Moscow, Jag 195

Since their 1tberation in 1645 by the Soviet Army, the People of North
Korea, with the help of the Soviet Union ang under the leadership of the Labor,
Pnrty, have Successfully developed their own industry, agriculture, and culture.

The 8ocial ang economic changes in North Korea helped to €rase the effects
of the long period of Japanese imperialism, destroy the remnants of feudalism,
lay the foundation for a sradual development of an independent national economy,
and raise the naterial ang cultural level of Korean workers, fThe land reform
gave one mil14on hectares of Japg to 725,000 Tarmers who hag 1little or no lang.

The nationalfzation of industry, banks, transport, ang communications,
which topk place in 1946, rormeq the beginning of g nev economi e development op

national economic plans for 1947 ang 1948, the factories, plants, nines, and
rail transport, which hag been destroyeq by Japanese Occupation forces, were
restored ang industria) broduction was considerably increaged., The l1evel or
industrig) production (1944 - 100) vas 263.1 1in 948, 1n 1948, the output of
steel wag 115,000 tons; pig iron, 100,000 tons; coal, 4,3 niliion tons; electric

. power, 6.1 billien kilowatt-hours; cement, 392 000 tons; and textiles, 7 million
meters, :

The Korean beople have alge been Successfyl in raising the level of agri-
culture, Advanceq agrotechnical methods, baseq op the 2gricultura]l experience
and methods of the USSR, were introduced 1n North Korea, As a result, harvest
yields increaseq, The gross harvest of €rain crops in Horth Korea ip 1948 ex-
ceeded the 1939 harvest (which hag been the begt year) by 10.4 bercent, and the
harvest of 1944 by op percent.

On the basis of economnic achievements, the Supreme Feople's Assembly of the
Dcmocratic Peoplete Republic of Korea established g 2-year national economic
plan 1n 1949 (for 1949.1950) . The plan provided for a considerable increase ip
industria) and agricultural production, mhe Fifth Session of the Supreme People's
Assembly, which took rlace in 1950, decideq +o increase the nlan for 1950. The
total volume of grosas broduction in 1950 was to be 145.9 percent of the 1649
Volume .

Early in 1950, the republic haq 15 higher educational institytions (before
the liberation there was not, & single higher educational institution in North
Korea) witp 10,000 Students, and gbout 6o tekhnikuns, The number of students i
Secondary schools in 1950 was 23 times greater than ip 1916, and the number of
Students in tekhnikums was 56 timeg greater.

The government or the Democratic leople's Republis of Kcrea decided to in-
troduce general compulsory Primary educntion, br:ginnin@ in 1950; hovever, thig
decision could not pe fully carrieqg ovt because of the .merican invagion.

During the Tirst fev months of the war, the Americap interventionists de-
stroyed more than 610,000 buildings, including Tactories and plants, A number
of cities > including P'yongyang, Hungnam, Hanhung, Ch'ongfin, Songjin, ang many
other industria] centers, were destroyed. Under the Supervision of the Labor
Party, many of the important industrial enterprises of the couniry vere evacuated
to safep northern regions,

. ; -00809A00070018037 _
C Approved for Release 2011/09/14 . CIA-RDP80-00
Sanitized Copy



M B i

371-9

ahitizé& Copy AppfoVec:i for Release 2011/09/14 : CIA-RDP80-00809A000700180

STAT

One of the main econolic problens during the war wac the training of workers
for industry, The lack of trained industrial workers was keenly felt in the Demo-
cratic People's Republic of Korea in the first few years after its formation. By
the end of the wvar, only 4 percent of the total number of workers in Industrial
enterprises of the Democratic Pecple's Republic of Kores had more than 10 years'
experience, and over 50 percent of the workers had less than one year's experience.

With the active aid of the Soviet Union, the People's Republic of China, angd
other socialist countries, all branches of industry, transport, and agriculture ~f
the Democratic People's Republic of Korea vere developed. The volume of gross
industrial production in 1952 increased 19 percent over 1951, transport freight
turnover increased 13 percent during the same period, and commodity turnover of
retail trade in 1952 increased 132 percent over 1951.

As 8 result of the great achievements in industry and agriculture, the govern-
rent and the Labor Farty in North Korea were able to improve ihe workers' living
standard. Norms of supplies to workers and employees were raised conciderably.
During the war, there were three reductions of prices on food products and consumer
goods. Needy peasants were relieved of paying taxes-in<kind a.d of repaying ctate
loans. Free medical aid wWAS provided for the population.

The great achievements of the Korean people during the war were possible
{through the leadership of the Labor Tarty, ‘bout 150,000 Koreans Joined the Labor
Party during the war period. Party members now hold the most responsible positions
in industry.

At the Sixth Plemum of the Ceatral Cormittee of the Labor rarty in August
1953, Kim Il-song outlined the main taskc of peaceful development in the Democratic
People's Republic of Korea, The vwork of restoration is to be divided into two
stages. During the firgt stage, which will take about one year, preparations will
be made for restoration of all branches of industry. During this period, the re-
quired volume of restoration work 1r to be determined, technigal plans for new
construction are to be prepared, labor forces are to be mobilized, etc. Restora-
tion work on a number of projects is to begin during the same period. At the same
time, the government will prepare n 3-year plan for the restoration of the national
economy .,

The second stage will cover a beriod of fulrillment of the 3-year plan. In
the course of the plan fulfillment, all branches of industry are to be completely
restored and it is anticipated that the brevar production level is to be reached
in all fields of nationnl econory.

The mining and metallurgical industries are to e restored as quickly as
possible. In a period of 1 or 2 years, all the ore and coal mines, which were
formerly in operation, should be completely restored. .. terworary mining industry
is to be organized to such @n extent that not only will domestic requirenments be
met, but also a sufficient quantity of ore will be available Tor export. In the
metallurgical Industry, the brewar production level is to be reached by 1656. 1In
the course of restoration, the large metallurgical enterprises in the reoublic
will undergo radical reconstruction, i.e., the capacity of blast furnaces and
steel-smelting furnaces will be increased and the plants will be furnished with
nevw equipment. The restoration of chemical plants is to be done in such a way
that the production of chemical fertilizers for agriculture will be possible in
about 2 or 3 years. For this purpose, the Hungnam Chem* cal Combine (one of the
largest enterprises not orily in Korea but in all of Asia}, the chemiesnl plant in
Namp'o, and others are to be restored rirst.
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The machine-building industry wilg undergo consideraple reconstruction,
In addition to restering the destroyed machine-buildins enterprises, pew
branches of machine building are to be ectablished and g number of new enter-
Prises are to be built,

During o 3-year period, all electric power stations are to be restored
and th» 2lectrical industry is to be reconstructed. The old nachine unitg
will be Teplaced by ney equipment,

The large scope of construetion York to be done in the course of restor.
ing damaged Citles, towns, and industria} enterprises will require a large
amount of construction noterinls, Reconstructioa and new construction of
brick plantg, cement plants ang Sawnills in the Denmocratic People's depublie
of Korea hag alrecady begun, Production of construction materials wil) pe
increased Steadily, 1p this respect, enterprises of local industry wil play

The Labor Party and the £overnment of the Democratic People's Republic
of Korea are 8iving serious attention to the restoration ang development or
all branches of the light ang food indus1ries, with the ainm of improving the
workers' Y ving standard. A1y enterprises of the food irdustry are to be
restored withip 8 3-year beriod. 1In addition, Some new branches of the food
industry are t be cstablished, for éxample, a sugar ang confectionery in-
dustry,

The fulfillment of the extensive resloration Program and the speedy ad-
Justment t¢ normal, peaceful living conditions in North Koren depends to g
great extent op g well-organizeq transport Ssystem, During the war, the rail-
vay and highway systens were seriously danaged. Since the var, regular tranc.
port has been resumed on a1l usin railvay lines. A great dea) or restoration
work 1s ip Progress at thyg tine,

In connection with the extensive plans for restoration and industrial
developmeut, the Dermocratic People's Republic of Korea has Serious problems
vwith regarq to the mobilizatign and training of labor forces, ¢ should be
kept in mind that g large number of skilled workere continue Lo remain in the
armed forces and that during the War a large portion of the urban Population
was scattered throughout rural areas.

The govermment is Planning g numbeyr of Re85Ures t0 solve the labor pro-
blem. First of all, the large turnover of workers must be ttopped. A con-
siderable reduction ip the number of government office workers iz alse blanned,
which woulq release g large contingent of workers for enploynent in industry.

One of the urgent problems in the mobilization of labor forces is the
rencwal of measures, interrupted by the var, to employ the "I, ion" beazantg
in industry; this would be an important Sourre for replenishing the labor force,
Following the lang reform in 1946, part of the "hwaJon"peasants vere reseitled
from mountain areas to the principal agricultura, regions. Another group of
these beasants, in accordance with their vishes, was gent to work in industry
and given every opportunity to master technical skills,

The large extent of Decessary reconstruction work raises the problem of
labor merhanization and of a more efficient utilization of machines ang equip-
ment supplied by other democratic countries.
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These are the immediste tpske facing the Korean people in the restoration
and development of industry. However, 1t is not only a question of reconstruct-
ing olq enterprigses and building new ones. The government and the party are
also striving for a complete 1i uidation of the colonial structure of Korean
induotry and of its technical backvardness; industrial plants are to be dis-
tributed more bractically, so that they can be as close as possible to sources
of rav materia] and can be better integrated into the economic life of a certain
region. For thig Purpose, a large number of industrial plants are to be noved
from constal cities to inlang regions, or are tg be nevly built in inland 1o-

The war diq considerable damage to Korean agriculture; many irrigation
Systems were destroyed by bombing, and the number of livestock was greatly de-
creased. The government of the Democratic Feople's Republic of Korea has set
itself the task of reaching the pPrewar level of agricultural production, es-
pecially in arimal husbandry, in the shortest possible periad@approximately 1
or 2 years), 1In addition to restoring the whole system of existing irrigation
installations, nev ones are to be built. A great amount of work is planned for
the cultivation of pew farm land (plowing of virgin s0il); the number of nachine~
renting stations in the republic is to be increased and these stations will ser-
vice primarily state farms,

The government ang party are giving much attention to the development of
animal husbandry, especially sheep raising, vhich was very poorly developed. 1In
this respect, the Korean peasants are recelving much help from the Mongolian
People's Republic, which contributed more than 100,000 head of livestock during
the war, The government has made plans for a further development of sheep rais-
ing; the principal sheep-farming regions are to be in Chagang-do, P’yongun-pukto,
and Hamgyong-pukto, j.e., the high mountain areas of Horth Korea, which have good
pastures.

One important problem of peaceful reconstruction is the restoration of cities
and towns, Nearly all cities of North Korea were damaged by the war. On 30 July
1953, the Cabinet of Ministers of the republic issusd a decision on the recon-
struction of P’yongyung; the general- reconstruction plan for this city provides
for living §pace for one million beople and the work is to be done in 10-15 years.

cratic People's Republic of Korea has opened two pey institutes, i.e., the Incti-
tute of Economics and the Institute of Hational Economy; two additional insti.
tutes, the Institute of Forestry Ingineering and the Institute of Fiching Industry,
w11l be opened soon.

During the 1953-1954 school year, about 3,000 students were admitted to
higher educational institutions, At the beginning of this school year, 4,000
gchools were in operation with total enrollment of 1.5 million students,

In deseribing the tasks of restoring the national éconouy of the Democratic
People's Republic of Korea, one should not overlook the problem of estublishing
normal living conditions in the newly liberated regions, According to the terns
of the araistice, a number of regions south of the 38th Parallel vere turned over
to the Democratic People's Republic of Korea (Kaesong, Kaep'ung, Pyangmung, Nan-
Yonbaek, and Ongjin). The Population of these areas reaches hundreds of thoyu-
sands, The party and government have taken steps to raise the material and ecul-
tural level of these people and to- introduce a democratic way of life,
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2 In this difficult task the Korean peoplc will be alded by other democratic ang
gocialist countries, headed by the Soviet Union. A concrete expression of
the increasing aig and support of the Soviet people was the decision of the
USEBR government, irmediately after the war, to 4ssign a gift of one billion
rubles for the purpose of restoring the war-danaged econony of the Demo..atie

During the talks between the Goviet government ard the Kcrean delegation,

this purpose were to be used for the Treconstruction of the Sup'ung electric
pover plant on the Yalu River; for the restoration and construction of plants
of ferrous and nonferrous metallurgy, including sueh large enterprises as the
metallurgical plants in Ch'ongjin and Kimchaek, and the nonferrous metals plant
in Namp'to; for plants of the chemical and cenment industties, including the
mineral fertilizer plant in Hungnam, and the cement plant in Sunghori; and for
the construction of enterprises of the textile and food industry, including a
large textile combine, a silk spinning and veaving factory, a meat combine,

Soviet aid in the reconstruction and construction of industrial enter-
prises will consist of planning work performed by Soviet organizations, deliverv
of equipment and materials, technical aid in the process of construction and res-

e toration, and the f‘umishing of licenses and technical documents for the organiza-
B tion of production, as well as trnining native Korean workers.

In the course of the Soviet-Korean talks, an agreement was reached on delivery /
of equipment and materials from the Soviet Union for the restoration of the railway
and communicationsg systemy and delivery of agricultural machines, tools, ferti-
lizers, breeding livestock, horses, fisching vessels, machines, equipment and ma-
terials for the restoration of housing and municipal services, hospitals, and
schools. Provisiong were also made for the delivery of copsumer goods from the
Soviet Union to the people of North Korea.

immediate tasks involved in the restoration of the national economy of the Demo-
cratic People‘s Republic of Korea, the Soviet Union has postponed the payment
dates on all former credits granted by the Soviet Union to the Deroeratic People's
Republic of Korea, and has allowed new, more favorable terms for payment settle-
nments,

Following the éxample of the Soviet Union, all people's democratic countries
heve decided to .Bive aid to the Korean people. The government of the People's
Republic of China decided to give as a gift to the government of the Democratic
People's Republic of Korea all goods delivered and all exvenditures made in the
course of rendering aid to Korea during the period 25 June 1950-31 pecemter 1953.

For the purpose or additional aid to Korea, the People's Republic of China
decided to donate 8 trillion yuan during a period of 4 years, (195h-1957), for
use in restoring the national economy. For this amount the People's Republic of
China will deliver to Korea various goods and equipment required Tor industry
and agriculture and for improving the living conditions of the Korean people.
The deliveries will include coal, yarn, cotton, grain, construction rmaterials,
communications equipment, and othep goods. The government of the People's

. Republic of China will help to restore the raiiway system of North Koren and
vill supply locomotives and railway cars.
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¥ different picture, The
+ According to extremely

+€-, Bank of Xorea],
Korea reaches ¢

South Korean hwan. The damage to industry i3 esti-
mated at 7,67&,000,000,000 hvan. The following data are proos of the cata-
Strophic decline of industria ion in South Korea during the war: In
T/, the most developed industry of South
t; the netallurgical industry, 85 Percent; and the food

70 percent. During the war, according to incomplete data, in Seou)
alone the Anerican occupation forceg destroyed 785 enterprises and exported to
Japan the equipnment from 10 of the largest plants and factorieg,
The electrical industry of South Korea hag four hydroelectric pover stations
and three thermoelectric Stations., .t Present, only the Seoy] thermoelectrie
station is in operation; the six remaining power statlons were either destroyed
or put out of Operation.

There are over one million unemployed in South Korea and the number of par-
tially unemployed is 1k million.

Agriculture ip South Korea,

which wac
is completely disorganized.

formerly the granary of
The rice harvest in 1952 vas § o3
160 kilograms] below the prevar harvest. 4s a resuit of & gha
50'™n areas and g reduction of harvest Yield, South Korea is ha
crisis, In 1952, South Korea had a shortage of one million
the minimup subsistence level,

the country,
1lion sok [1 sok =
rp reduction of
ving a serious food
tons of grain below

The "land reform" carried out
According to thig "reform," about 2
among the peasants, who had to
kind and in money,

hing to inprove the situation,
5 percent of the worst land wag distributeq
Pay a huge sum for it to the landOWners, both in
The peasénts of South Korea are oppressed by a heavy tax
burden, In 1952, 10 b1llion hwan of nilitary tax alone vere collected from the
people in Cholla-namdo Province. an average fanily in South Korea is forcea to
Pay an annual tayx nf 850,000 hvan, pax collections in South Korea are usually
carried out in the form of a punitive expedition. The collectors are accompanied

by armed ~ztachments, The huge taxes, lang payrients, and state requizitions ¢on-
tribute to the general ruin of the peazants,

The economic ruin in South Koreg is als precedented infla.

tion. The Quantity of banknotes ip circulation in 1952 increased by 324 tines,

compared with 1945, The following Tact proves hoy rapidly the South Korear hwan
has become depreciated: early in 1952, ore dollar could be s

old on the black
market for 15,000 hwan, anq in July 1952 for 20,000 hwan.

0 evident in an y

The population of South Korea is starving., Market Prices f
increased 1,503 percent during the war, For example, one ma) |
grams] of groats costs 160,000-170,000 hwan. 4t the some time, the wage index
dropped 33.3 percent, Even port vorkers, vhose wages are higher thap sone of
the other categories of vorkers, receive n vage vhich is only 20 percent of a
meager living wage. Starvation and serious epidenic diseases cause tens of
thousands of deaths

yearly. The number of persons suffering fron tuberculosis
in South Korea exceeds one million,

or food productg
about 15 kilo-
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According to Seoul radio broadcasts > over & million people in South Korea
are living on grass and tree rinds, and are close to starvation. Over 1.5
million homeless‘children vander around the roeds of South Korea.

A gevere military occupation regime has beep established in South Korea;
the entire Power is in the hands of the Arerican cormand and i{ts subordinate
"KCAC" [UNCAck (UN Civil Assistapce Command, Korea)].




